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The Brazilian Government and the Fund have agreed 
on a par value for the cruzeiro of 18.5 cruzeiros per U.S. 
dollar. The gold content of the cruzeiro is 0.0480363 
grams of fine gold; one troy ounce of gold is equiva- 
lent to 647.5 cruzeiros; and each cruzeiro is worth 
5.40541 U.S. cents. 

The par value agreed upon was the nominal parity on 
which the Bank of Brazil fixed its domestic purchase 
price for gold of 20.8176 cruzeiros per fine gram in 
December 1946, and is also the same as the buying rate 
of the Bank for dollars, established on August 19, 1946. 

In 1946 Brazil dismantled its exchange control sys- 
tem and progressively eliminated its system of multiple 
rates. From February to July the number of official rates 


was reduced from six to two. In August these two rates ~ 


were changed, the buying and selling rates of the Bank 
of Brazil becoming 18.50 and 18.72 cruzeiros per dollar. 
In January 1947 the buying rate was lowered to 18.38 
cruzeiros per dollar, the adjustment of 0.12 cruzeiros 
being due to certain taxes and charges. These rates have 
continued to be quoted by the Bank of Brazil until the 
present time. 

In the first half of 1947, the balance of payments, par- 
ticularly with the dollar area, showed a substantial deficit, 
primarily because of a sharp increase in imports from 
the U.S.A. The loss in reserves and the acute dollar short- 
age prompted the authorities to reestablish exchange 
controls in June; and in November a five per cent tax 
on sales of exchange was imposed as a further measure 
to arrest the deficit in the balance of payments and for 
budgetary purposes. The tax went into effect January 1, 
1948 and resulted in a second selling rate of 19.66 
cruzeiros per dollar. Then in May 1948, a system of 
licenses for exports and imports, which is expected to 






EUROPE 


A European Economic Union? 

Mr. R. F. Harrod suggests that proposals for a Euro- 
pean Union are more likely to succeed if they are not 
too Utopian, while at the same time they are based on a 
realization that what is needed is something pew and 
without precedent. For Great Britain to be able to par- 
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reduce imports further, went into effect. It is believed 
that the measures adopted will hold imports down to the 
level that Brazil can afford without drawing down re- 
serves. The balance of payments prospects for Brazil, 
therefore, are not unfavorable, but much will depend on 
whether export prices are maintained at present high 
levels. The prices of Brazilian coffee and cotton are 3.8 
times what they were in 1940. These two products account 
for over one half of total exports. Other exports have 
risen even more, the price of cocoa, for instance, being 
8.3 times the price in 1940. 

On the domestic side, the Government has met with 
success in its endeavor to balance the budget. There was 
a budget surplus of 460 million cruzeiros in 1947, and 
a substantial surplus was also shown in the first quarter 
of 1948. In cooperation with the Bank of Brazil, the 
Superintendency of Currency and Credit, the monetary 
authority created in 1945, has made progress in its at- 
tempts to halt the expansion of bank credit. Total loans 
and discounts increased 2.8 per cent in 1947, compared 
with increases of 3.2 per cent in 1946, 9.4 per cent in 
1945, and 39 per cent in 1944. These developments, to- 
gether with the drawing down of reserves in 1947 be- 
cause of a balance of payments deficit, have resulted in 
little change in the money supply since early last year. 
There still appear to be inflationary forces in certain 
sectors of the economy but generally the inflationary 
trend has been arrested. 


Sources: Annual Report of the Bank of Brazil, Rio de 
Janeiro, Brazil, 1947; International Monetary 
Fund, /nternational Financial Statistics, Wash- 
ington, D.C., June 1948; IMF, Press Re- 
lease, July 14, 1948. 


ticipate, the Union must be compatible with Common- 
wealth harmony and with cooperation with the U.S.A. 
A third prerequisite is conformity with the obligations 
assumed at Bretton Woods. 

On the economic side, such a Union should function 
through an Economic Council. One of its first tasks would 
be to alleviate the problem of dollar scarcity by estab- 
lishing a European multilateral clearing system. Beyond 
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this the Council would be invited to grapple with all spe- 
cific problems encountered by member countries which 
might threaten to drive them‘into taking unneighborly 
action. A concerted attack on intra-European quotas and 
licenses might greatly enlarge the flow of beneficial trade 
in Europe. Similarly, a united attempt to curtail invest- 
ment outlays is a necessary step to reduce the present 
inflation. 

In the longer run, the ideas of a unified currency and 
a Customs Union will have to be tackled. On the former, 
Mr. Harrod suggests that nothing is to be gained by 
going beyond the system evolved at Bretton Woods; some 
flexibility in intra-European exchange rates is desirable. 
On the latter, the main problem will be to reconcile Brit- 
ish Imperial preference with European free trade. The 
solution is perhaps to permit low maximum tariff walls 
inside Europe, higher duties on imports from elsewhere, 
and offsetting duties on staple articles, originating out- 
side Europe, if imported via a member of the Union. 

Other possible activities of the suggested Council might 
be to plan public works and other projects for the main- 
tenance of full employment; to organize buffer stocks; 
to decide whether a member country shall be allowed to 
run a budget deficit; to supervise intra-European capital 
exports; and to watch over intra-European migration. 
Source: Lloyds Bank Review, London, England, July 

1948. 


U.K. Gold and Dollar Reserves 


The Chancellor of the Exchequer has announced that 
the U.K. gold and dollar reserves stood at £473 million 
on June 30, 1948, compared with £552 million at the 
end of the first quarter. The net drain in the second 
quarter was £107 million, while there were receipts of 
£22 million of ERP assistance, £4 million of drawings 
by India from the IMF, and £2 million of drawings 
on the Canadian credits. When the remainder of ERP 
assistance for the quarter is received, the reserves should 
be raised above the £500 million level, which the Chan- 
cellor hopes will be maintained. 

The net drain for the half year was £254 million. 
This exceeds by £58 million the estimate of the Economic 
Survey for 1948, if allowance is made for the drawings 
by India and the U.K. on the IMF since the beginning 
of the year. 


Source: The Economist, London, England, July 10, 1948. 


U.S.A.-French Economic Cooperation Agreement 


On July 7, the French National Assembly ratified the 
Economic Cooperation Agreement with the U.S.A. and 
approved the convention establishing the Organization for 
European Economic Cooperation (OEEC). Several im- 
portant provisions of the preliminary text were revised. 
The provision that gave the U.S. the right to decide Euro- 
pean exchange rates during the ERP period was replaced 
by a more general clause regarding stable currencies. 


The stipulation that claims of U.S. citizens against Euro- 
pean States should go to the World Court has been 
broadened to include Europeans. 

The chief final provisions are the following: (1) The 
French Government will establish a special account in the 
Bank of France in the name of the Credit National repre- 
senting the counterpart in local currency of ECA grants. 
The exchange rate shall be the par value agreed upon 
with the International Monetary Fund. “If there is no 
single rate applicable to the purchase of dollars for 
imports into France or if no par value for the franc is 
agreed with the Fund, the rate or rates shall be mutually 
agreed upon between the two Governments, each of 
which shall be an actual or average rate currently avail- 
able in France in accordance with French laws and regu- 
lations” (Article IV). (2) The Government of France 
will facilitate the transfer to the U.S. of materials origi- 
nating in France which are required by the U.S. as a 
result of deficiencies in its own resources (Article V). 
(3) The Government of France will negotiate arrange- 
ments providing suitable protection for any U.S. citizen 
or corporation making investments in France (Article 
V). (4) The French Government will provide the U.S. 
Government with statements of operations and will com- 
municate information regarding its economy to the U.S. 
Government and to the OEEC. (5) The agreement will 
terminate six months after the date of notice of intention 
terminates or any shorter period which may be agreed 
upon. 

Sources: Agence Economique et Financiere, Paris, 
France, June 24 and July 6, 1948; The Wall 
Street Journal, New York, N.Y., July 8, 1948. 


Belgian Foreign Trade 


The Belgian trade balance with the U.S.A. has im- 
proved steadily in recent months, and the average monthly 


deficit has been noticeably smaller than in 1947; in both 


March and April it was less than Bfr 1 billion. Imports 
from the United Kingdom have been increasing because 
of some redistribution of trade from the U.S.A. to the 
U.K., which is reported to have been sending larger 
coal and raw diamond shipments to Belgium. 

The commercial traffic with France remains low. Total 
trade turnover in May aggregated Bfr 1.2 billion against 
a monthly average of Bfr 1.5 billion in 1947. The trade 
surplus remains insufficient to cover French financial 
charges, particularly the payment of the frontier workers 
which requires at present a minimum of Bfr 250 mil- 
lion per month. 

Source: Agence Economique et Financiere, Brussels, 
Belgium, June 29, 1948. 


Price Increase in Spain 


The Spanish Ministry of Agriculture has recently fixed 
by Decree the price of wheat and other bread cereals of 
the 1948-49 harvest at 250 pesetas per 100 kilograms, 
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compared with 189 pesetas for grains of the preceding 
harvest. The Government consented to the price increase 
to stimulate sowings and eliminate black market trans- 
actions. 

The official policy of increasing prices of essential 
goods and services (such as prices of grain and coal and 
rates for railroad services) contrasts sharply with the 
deflationary action taken at the beginning of the year, to 
curb speculation. Credit restrictions imposed by the Gov- 
ernment have precipitated bankruptcies and created de- 
pression conditions which are especially severe in indus- 
trial Catalonia. 

The Government is hoping to bring official and black 
market prices into line by permitting reasonable in- 
creases on the former and forcing drastic reductions on 
the latter until it becomes possible to eliminate all con- 
trols and strive for a return to normalcy. At the same 
time, efforts are being made to balance the budget, thus 
paving the way for an eventual stabilization of the 
currency. 

Source: Undersecretariat of External Economy and Com- 
merce, Informacion Comercial Espanola, Ma- 


drid, Spain, June 3, 1948. 


Italian-Danish Payment Agreement 


A new payment agreement signed by Italy and Den- 
mark on June 18 covers the exchange of goods valued at 
120 million kroner. Denmark will export, among other 
things, fish, horses, cattle, machinery, and butter, and 
Italy will export yarns, southern fruits, automobiles, and 
machinery. All commercial transactions will be carried 
out on a barter basis. 


Invisibles, which since the enforcement of the old agree- 
ment of March 2, 1946 have been paid for through an 
account denominated in sterling opened with the Danish 
National Bank, are to be paid for, beginning July 1, in 
Danish kroner through the same account. Italy’s net 
surplus on June 30 has been transferred to cover part of 
the deficit she still has with Denmark for transactions 
prior to the 1946 agreement. All use of sterling for the 
settlement of invisibles is therefore discontinued as of 


July 1. 


The rates of 12.34 kroner to £1 sterling and of 72.98 
lire to 1 krone have been adopted for various past and 
future conversions. This means that as far as invisibles 
are concerned the rate of exchange which applies to the 
Italian-Danish agreement is pegged to the fixed, official 
rate of 1,411 lire to £1 sterling, enforced by Italy since 
August 1, 1947. This rate corresponds to a lira-dollar rate 
of 350, whereas in most other Italian payment agreements 
the rates are pegged to the fluctuating dollar rate in ac- 
cordance with the new exchange system enforced since 
November 28, 1947. This lira-dollar rate has ranged dur- 
ing the last six months between 573 and 575. 


Source: National Institute for Foreign Trade, Informa- 
zioni per il Commercio Estero, Rome, Italy, 
June 24, 1948. 


Hungary’s Foreign Trade Negotiations 


The Ministry of Commerce of Hungary has announced 
that in the next two months it hopes to complete new 
trade agreements with many countries and thus expand 
and complete its network of trade. (See IFNS, Vol. I, 
No. 2, July 8, 1948, p. 11.) The negotiations with 
Czechoslovakia, U.S.S.R., Belgium, and Argentina are of 
major significance for Hungary. 

A draft of a long-term economic cooperation treaty 
with Czechoslovakia has been completed by the experts 
of the two countries and awaits signature by political 
representatives. Negotiations with the U.S.S.R. for a new 
trade agreement are reported to be scheduled for early 
July. The aim is to broaden the trade relations between 
the two countries so as to increase the present volume 
of trade by about 20 per cent. A new agreement con- 
cerning exchange of goods between Hungary and Bel- 
gium is to be discussed in August. Negotiations with 
Argentina which began in May aim at a four-year trade 
agreement, within the framework of which Hungary 
would export a considerable quantity of industrial prod- 
ucts, mainly railway equipment, and receive raw ma- 
terials needed for the fulfillment of its Three-Year-Plan 
of reconstruction. 

Source: Hungarian Bulletin, Budapest, Hungary, May 
22, 1948. 


Polish Import Surplus 


The value of Polish imports for the first five months 
of this year was $282 million, and of exports about $180 
million. Of the $102 million import surplus, $38 million 
represents the surplus in May. This large import surplus 
was probably due partly to foreign commercial credits 
and partly to a temporary unbalanced exchange of goods 
under clearing agreements. 

Source: Polish Research and Information Service, 


Biuletyn, New York, N.Y., July 1, 1948. 


Czechoslovakia’s Foreign Trade Active 


After four months of deficits Czechoslovakia’s foreign 
trade balance became favorable in May. Imports amount- 
ed to 3.22 billion korunas while exports were 3.38 bil- 
lion. The surplus of 160 million korunas was due partly 
to decreased imports of foodstuffs (from 39.4 per cent 
of total imports during January-April to 25.5 per cent 
in May) and partly to increased exports. In only one 
other month since the war were exports greater than in 
May. (The December 1947 figure was 3.68 billion 
korunas. ) 

For the first five months of this year, imports totaled 
18.71 billion korunas and exports 14.00 billion, com- 
pared with imports of 10.12 billion and exports of 10.49 
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billion in the corresponding period of 1947. The larger 
import requirements in 1948 were necessitated by bad 
crops in 1947, Since this year’s harvest is at present 
showing every sign of turning out well, the trade deficit 
of 4.71 billion korunas for the first five months may be 
expected to decrease, with the export of certain agricul- 
tural products (potatoes, hops, malt, sugar) supplement- 
ing the export of industrial goods. 

Source: Hospodar, Prague, Czechoslovakia, July 1, 1948. 


MIDDLE EAST 


Suez Canal Operations in 1947 


The receipts of the Suez Canal Company in 1947 
amounted to $57 million and net profits to $31 million, 
representing a slight increase over 1946. Although mili- 
tary traffic was only 50 per cent of that in 1946, com- 
mercial traffic showed an over-all increase of 11.7 per 
cent. This was due mainly to an increase in the north- 
bound transportation of oil and, to a much smaller ex- 
tent, to the southbound transportation of machinery, 
metal wares, and cement. British tonnage accounted for 
47.2 per cent of all traffic in 1947, while that of the U.S. 
accounted for 20 per cent. 


Source: The Financial Times, London, England, July 
1, 1948. 


Egyptian Cotton Financing 


The cotton futures market has been closed for several 
years by the Egyptian Government, but the Government 
has guaranteed certain prices for locally produced cot- 
ton. As market prices were generally close to the Govern- 
ment prices, there was no difficulty in financing the crop 
through private banking channels. Lately, however, mar- 
ket prices have risen to about double the Government- 
guaranteed price and the banks are reluctant to under- 
take the risk involved in financing the future crop unless 
the Government raises its prices or opens the futures 
market and thus allows the possibility of hedging. 

Latest reports indicate that the Government has de- 
cided to reopen the futures market, the date to be fixed 
later. 

Sources: Barclays Bank Review, London, England, May 
1948; The Financial Times, London, England, 
June 29, 1948. 


Anglo-lranian Oil Company's 1947 Report 


The trading profits of the Anglo-Iranian Oil Company 
reached the record figure of $135 million in 1947, as pro- 
duction amounted to over 20 million tons and refining 
amounted to 18.5 million tons. Iran’s foreign exchange 
receipts on account of oil royalties, taxation, local expen- 
diture and housing ard social schemes undertaken by 
the Company may have amounted to over $65 million. 
Despite the Company’s dollar expenditures for essential 


equipment and supplies, it is now on balance a dollar 
earner. 

Recent reports indicate that the U.S. Department of 
Commerce has licensed the export of 11,650 tons of heavy 
oil-line pipe for the construction of a 48-mile pipeline 
from the Iranian oilfields to the Persian Gulf, which is 
expected to be completed by June 1949. It will increase 
Iran’s oil production by 5 million tons, and its foreign 
exchange receipts on account of royalties, taxes, and local 
expenditures by about $15 million annually. 

Sources: The Journal of Commerce, New York, N.Y., 
June 21, 1948; The Financial Times, London, 
England, July 1, 1948. 


Turkey's Public Debt 


Turkey’s public debt as of October 20, 1947 reached 
LT 1,678 million ($599 million) and was equal to rough- 
ly 20 per cent of the country’s national income on the 
basis of the 1944 official estimate, the latest one available. 
The whole of the foreign debt, amounting to LT 770 mil- 
lion, was funded, while 75 per cent of the domestic debt of 
LT 908 million was funded. Of the total, LT 220 million, 
which was mostly foreign, was serviced by supplementary 
budgets. 

Source: Ministry of Finance, Maliye Bulteni, No. 2, 
Ankara, Turkey, February 1948. 


FAR EAST 


Indo-Pakistan Jute Problems 


The recently concluded Indo-Pakistan trade agreement 
provides for the allotment of 5 million bales of Pakistan 
raw jute to India during the period July 1948 to June 
1949. The output of raw jute in India for this period is 
estimated at 1.7 to 1.9 million bales. If India’s annual 
requirements are placed at about 6 million bales, nearly 
1 million bales of raw jute, mostly varieties unsuitable 
for the Calcutta mills, will be available for export. Pakis- 
tan expects to export through both Calcutta and Chitta- 
gong about 2 million bales in 1948-49, though it is be- 
lieved that India can also bid for a share in this amount, 
so that the full requirements of the Calcutta mills for 
better varieties of raw jute will be met. 

The total raw jute crop of India and Pakistan for 
1948-49 is estimated at about 10 million bales, compared 
with 8.5 million in 1947-48 and 5.6 million in 1946-47. 
Calcutta prices in the 1948-49 season are therefore ex- 
pected to drop by 10 per cent from the current level of 
$400 per ton, which is the highest since the war and four 
times the 1939 level. However, the drop in prices may be 
expected only if transport difficulties are eliminated and 
regular supplies to Calcutta assured. Raw jute stocks in 
Calcutta today are reported to be at 1.46 million bales, 
the lowest in 5 years and much below the safety level of 
2.5 million bales (about 4 to 5 months’ supply). 

For the present, in view of the short supply position, 
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India has prohibited the export of raw jute until Septem- 
ber 30, 1948, against the quota of 250,000 bales for July- 
December 1948, as well as exports after July 31 against 
the January-June 1948 quota. 

Exports of jute goods during 1948-49 have, however, 
been liberalized to both hard and soft currency countries, 
and the quotas granted to exporters will be based on act- 
ual shipments during the 16 months, January 1947 to 
April 1948. 

Sources: /ndian Finance, Calcutta, India, May 22, 1948; 
The Financial Times, London, England, June 7 
and 21, 1948; The Eastern Economist, New 
Delhi, India, July 2, 1948; The Journal of 
Commerce, New York, N.Y., July 9, 1948. 


Gold Smuggling in Pakistar 


During the eight months preceding May 1948, 8,000 
tolas (3,000 ounces) of gold valued at Rs 1,000,000 
($300,000) have been reported smuggled into Karachi 
mostly from the Persian Gulf, the price differential being 
quite attractive. 

Source: Indian Finance, Calcutta, India, May 22, 1948. 


Ceylon’s Food imports 


Ceylon’s dependence on foreign supplies of food- 
stuffs has increased since the war, despite larger do- 
mestic production. The value of food imports in 1947 
was Rs 484 million ($145 million), compared with 
Rs 103 million ($30 million) in 1938. This increase 
reflects in part higher prices. In 1947, the price of 
imported rice was Rs 26.14 per cwt., compared with 
Rs 5.20 in 1938, and that of wheat and flour was Rs 24.93 
per cwt., compared with Rs6. While rice imports in 
1947 amounted to 5.2 million cwt., compared with 10.5 
million cwt. in 1938, imports of wheat and flour were 
5.9 million cwt., compared with 1938 imports of 0.37 
million cwt. Large increases were also recorded in 
imports of pulses, beans, meats, butter, fish, sugar, and 
other food articles. 

Before the war most of Ceylon’s food imports came 
from India, Burma, Siam, Indochina, and Java. Lately, 
Ceylon has had to turn to Egypt, Brazil, and Australia. 
The value of imports from Australia, which is now a 
chief supplier of foodstuffs to Ceylon, rose from about 
Rs 6 million in 1938 to around Rs 116 million in 1947. 

During the war private food importing agencies were 
replaced by government agencies. Although the resump- 
tion of private trade in subsidiary foodstuffs was an- 
nounced toward the end of 1947, the import of major 
items still remains a government monopoly and there 
is no indication yet of a reversal to private trade in this 
respect. 

Sources: Department of Commerce, The Ceylon Trade 
Journal, Colombo, Ceylon, April-May 1948; 
The Eastern Economist, New Delhi, India, 
July 2, 1948. 


Lifting of Malayan Export Duty on Tin Ore 


The Mayalan preferential export duty on tin ore of 
£61 a ton, levied on all shipments to destinations other 
than the Straits Settlements, Australia, and the United 
Kingdom, which was lifted as of June 30, will probably 
increase exports of Malayan tin ore to the U.S.A., al- 
though there will be no immediate effect since current 
contracts run to the end of the year. Under the Geneva 
Tariff Agreement, Britian agreed to abolish this duty on 
condition that the Texas smelter should not be subsi- 
dized by the American Government. The present aboli- 
tion, however, is probably due not only to this Agree- 
ment but also to the changed political status of Singa- 
pore, which is excluded from the Federation of Malaya 
and therefore would have to pay the preferential duty. 
Exports by the Federation of Malaya of tin metal and 
tin content of ores for the present year are estimated 
at 48,000 metric tons, valued at about £27.5 million. 
Sources: The Financial Times, London, England, March 

11, 1948; The Economist, London, England, 
July 10, 1948. 


China’s NRC Products 


The National Resources Commission of China has 
reported recently that China will have no difficulty in 
supplying the U.S.A. with 4,000 metric tons of antimony 
regulus during the current year. This commodity was 
not produced by NRC on its own account during 1947, 
but was purchased from private industry. Now, however, 
in addition to continued buying, NRC is producing anti- 
mony regulus in its own plants. New smelter equipment 
has been built, and it is planned to increase 1948 pro- 
duction to 5,000 metric tons, an amount adequate for 
domestic needs and foreign markets. Large quantities 
of tungsten are also being offered to the U.S. by NRC. 
The price will be competitive. 

For paper, the index of output of the NRC mills in 
1947 was 253.6 (1946100). These mills are reported 
to have manufactured about 20 per cent of all the paper 
produced in China last year. 

Sources: Chinese News Service, Press Release, New York, 
N.Y., March 23, 1948; U.S. Department of 
Commerce, Foreign Commerce Weekly, Wash- 
ington, D.C., June 19, 1948. 


UNITED STATES AND CANADA 


ECA Regulations Covering American Investment 


Economic Cooperation Administrator Paul G. Hoff- 
man made public on July 12 the regulations under which 
American investors may apply for guarantees covering 
the conversion into U.S. dollars of proceeds from new 
investments in ERP countries. This action is an imple- 
mentation of the provision contained in the Economic 
Cooperation Act of 1948. The guarantees will cover 
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convertibility of the proceeds of investments up to 100 
per cent of the dollars invested, whether such proceeds 
are received as income from the investment, repayment 
or return of the investment, or as compensation for the 
sale of the investment. 

It is indicated that in the applications which must 
be made for receiving these guarantees the approval of 
the country in which the investment is made has to be 
indicated and considerable details given both with regard 
to the character of the investment and to the likely 
results of such investments on the balance of payments 
of the country involved, particularly with regard to ex- 
ports. Details are also required concerning the history 
and experience of the investor and the availability of 
funds for the investment. 

Source: Economic Cooperation Administration, Press 
Release, Washington, D.C., July 12, 1948. 


U.S.A. Lend-Lease Negotiations with U.S.S.R. 
The U.S.A. and the U.S.S.R have recently reopened 


negotiations concerning lend-lease settlements. The U.S. 
proposals follow the basic principles of settlements al- 
ready concluded with other countries and are in accord 
with the provisions of the Master Lend-Lease Agreement 
of June 11, 1942. 


The ultimate disposition of 87 merchant vessels which 
are still in Soviet possession is one of the subjects under 
discussion. These vessels are in addition to the 8 lend- 
lease merchant vessels already returned to the U.S. 
under the provisions of Article V of the Master Agree- 
ment. The disposition of certain other small naval ves- 
sels in Soviet possession is also under discussion. The 
U.S. Government is also asking compensation for U.S. 
firms whose patented processes were used by the Soviet 
Government under lend-lease arrangements during the 
war. 


The U.S. has not asked for payment for any lend-lease 
commodities expended in the joint war effort prior to 
V-J Day, September 2, 1945, but the U.S.S.R. is expected 
to pay the reasonable value for civilian-type lend-lease 
items which were in existence on September 2. 

Source: U.S. Department of State, Press Release, Wash- 
ington, D.C., July 2, 1948. 


U.S.A. Decreases Cotton Export Subsidies 


The U.S. Department of Agriculture announced that 
effective June 23, 1948 the U.S. cotton export program 
would be continued on cotton shipped prior to January 1, 
1949. The program includes a new export subsidy rate 
of 10 cents per bale or 1/50 cent per pound. 

The cotton export subsidy program was begun on 
November 1, 1944 by the Commodity Credit Corpora- 
tion. The export subsidy was 4 cents per pound, gross 
unpatched weight, from the inception of the program 


until February 13, 1947, at which time it was reduced 
to 2 cents. Subsequent reductions were to 1 cent per 
pound on May 8, 1947, and to 1/8 cent per pound on 
March 3, 1948. About 5.3 million bales have been 
sold under the program. A total of about $104 million, 
including the export differential allowed on cotton sold 
by the CCC from its stocks, had been expended on the 
program through April 30, 1948. 

The Department also announced that the program has 
now been amended to permit subsidy payments for the 
procurement of cotton purchased with foreign aid funds. 


Sources: U.S. Department of Agriculture, Press Releases, 
Washington, D.C., June 23 and 25, 1948. 


Canada Increases Export Controls 


Canada’s Minister of Trade and Commerce has an- 
nounced that on and after July 15 export permits will 
be required for all commodities shipped to most Euro- 
pean and Middle Eastern destinations. This measure is 
stated to have been taken as a result of increasing de- 
mand for supplies under ERP in order to insure that 
Canadian products in short world supply will go to 
countries “where they will do the most good.” The 
United Kingdom and British European Colonies have 
been exempted from the permit requirement, since it 
is considered that British import control will insure that 
only the most essential items will be shipped to such 
destinations. Other ERP countries, however, are cov- 
ered by the requirement. 

The new “area” controls in no way modify existing 


. export control requirements with respect to specific 


commodities. Arms, ammunition, implements of war, 
electronic equipment, radio-active products, and various 
commodities in short domestic supply will continue to be 
dealt with in terms of specific commodity control. 

The Minister stated that for the most part export per- 
mits will be freely granted, ard the new controls are not 
expected to lead to any severe export restrictions. The 
Financial Post, however, suggests that these Canadian 
measures, together with those recently taken in the 
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U.S.A., provide an over-all control over the export of all 

materials which may be of a strategic nature. 

Sources: Canada, Department of External Affairs, Air- 
mail Bulletin, Ottawa, Canada, July 5, 1948; 
The Financial Post, Toronto, Canada, July 10, 
1948. 


Canadian Investment Forecast for 1948 


The Department of Reconstruction and Supply now 
estimates total 1948 private and public investment outlay 
in Canada at approximately $3 billion, or 25 per cent 
higher than in 1947. This record total is made up of 
$1.7 billion expenditure on new construction (28 per 
cent above 1947) and $1.3 billion for the purchase of 
machinery and equipment (21 per cent over 1947). 

The present forecast follows a review of forecasts 
made at the beginning of the year on the basis of reports 
by business establishments, etc., when a total expenditure 
of $2.8 billion was estimated. The revision is accounted 
for by increases indicated in all major phases of the 
economy. Three main reasons were given by business 
firms for these increases: (a) costs and prices have in- 
creased; (b) materials, machinery, and, in some in- 
stances, labor are in better supply; (c) plans are firmer 
and more definite estimates are possible. A smaller 
number of firms reported a reduction in investment in- 
tentions, primarily because of (a) bottlenecks in certain 
building material fields and in the production of selected 
types of machinery and equipment, and (b) cost in- 
creases resulting in postponement of certain projects. 
Source: Canada, Department of Reconstruction and 

Supply, Press Release No. 112, Ottawa, Canada, 
June 30, 1948. 


LATIN AMERICA 


Economic Conditions in El Salvador 


Signs of slackening in an increasing range of luxury 
items have become apparent in the wholesale and retail 
trade of El Salvador, partly because of the approaching 
presidential election. However, trade in general was 
satisfactory in the first six months of this year. 

Sugar production of 28,000 short tons in 1947-48 was 
slightly below the preceding year’s total. Cotton produc- 
tion reached a record figure of 20,573 bales in spite of 
unfavorable weather conditions. Coffee exports for 
October 1947 to May 1948 totaled 918,213 bags of 60 
kilograms each, compared with 729,003 bags during the 
eight months October 1946-May 1947. The outlook for 
the 1948-49 coffee crop is favorable, even indicating an 
improvement over the current crop. 

Labor conditions have continued tranquil with the 
exception of the dismissal of 100 workers from a local 
textile factory because of declining sales; but in this 
case, after intervention by the Ministry of Labor, the 
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discharged workers were granted separation pay equiv- 
alent to one or two weeks’ wages, according to the length 
of time they had been working. 

The Salvadoran National Assembly refused to author- 
ize “Mejoramiento Social” (an autonomous Government 
agency dedicated to social improvements, such as hous- 
ing projects, sale of public lands to small farmers, etc.) 
to negotiate with the Export-Import Bank of Washington 
for a $600,000 loan to complete the San Miguel cotton 
textile mill, owned by “Mejoramiento Social,” and to 
place it in operation. An estimated $1.4 million has 
already been spent on the San Miguel plant. No reason 
is known for the refusal. 


The fiscal position of the Government has continued 
strong, with revenue receipts for 1948 running well 
ahead of those for the equivalent period of 1947. On 
May 11, 1948, the Government put at the disposition 
of the Central Bank, as its fiscal agent, 1 million colones 
($400,000) for the contractual amortization of the foreign 
debt. 


Gold and foreign exchange holdings of the banking 
system at the end of May 1948 were $37.21 million, com- 
pared with $30.55 million at the end of December 1947 
and $36.42 million at the end of May 1947. Prices continue 
to rise; the retail food price index stood at 197 in May 
1948 (1937100) compared with 155 in May 1947. 
The wholesale index (1939=-100) reached 309 in March 
1948 (latest date available) compared with 279 in March 
of the preceding year. The money supply at the end of 
May was 90.20 million colones, or 4.82 million higher 
than at the end of 1947 but only 1 million higher than 
at the end of May 1947. 

Sources: International Monetary Fund, International 
Financial Statistics, Washington, D.C., June 
1948; U.S. Department of Commerce, Foreign 
Commerce Weekly, Washington, D.C., July 3, 
1948, 


Foreign Exchange Transactions in Peru 


According to a decree of May 28, 1948, the Superin- 
tendency of Foreign Trade in Peru is required to pub- 
lish in the official paper El Peruano a detailed list of 
all import and export applications and non-trade remit- 
tances which have heen approved or denied. The decree 
states that the reason must be given when an application 
has been denied. 

Source: Boletin del Banco Central de Reserva del Peru, 
Lima, Peru, May 1948. 


U.K.-Chile Payments Agreement 


A payments agreement signed by Chile and the United 
Kingdom in June states that trade and financial payments 
between the residents of Chile and those of the “sterling 
area” will be settled in terms of sterling. Payments in 
other currencies (such as those of Holland, Norway, Swe- 
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den, Finland, Iran, etc.) will also be settled in sterling 
by using the official rates. Chilean transactions will be 
governed by the two basic rates at present prevailing, 
that is, the official rate (equivalent of 31 pesos per 
dollar) and the banking rate (equivalent of 43 pesos 
per dollar), according to the nature of the goods con- 
cerned. The mechanism designed is that of “Chilean 
Accounts” and “Transferable Accounts,” the latter with 
a somewhat larger transferability. Copper and nitrate 
will continue to have special status. All of the copper 
is sold on a dollar basis, but most of the nitrate 1s sold 
on a sterling basis. Since the Chilean trade balance 
with the U.K. is unfavorable to Chile, omitting these 
two above-mentioned commodities, the new system does 
not alter substantiaily the present situation of Chile. 


Source: Central Bank of Chile, Sistema de Cuentas Chi- 
lenas Transferibles (mimeographed), Santiago, 


Chile, June 25, 1948. 


OTHER BRITISH DOMINIONS 


Capital to South Africa 


Further regulations have been issued by the Treasury 
of the Union of South Africa to control the movement 
of capital to the Union from other parts of the sterling 
area. South African securities purchased with funds 
received from residents of sterling area countries other 
than South Africa must in the future be held under the 
control of an authorized dealer in South Africa. The 
sale of such securities will be permitted only if the pro- 
ceeds are reinvested in other quoted securities within 
30 days. If the proceeds are not so reinvested, the funds 
must be repatriated to the country from which they were 
received. These measures may stimulate the repatria- 
tion of “hot” money, thus reducing the liabilities of the 
South African Reserve Bank and improving the legal 
reserve ratio of gold holdings to liabilities. 

The postwar capital inflow into the Union has been very 
large, especially since the sterling convertibility crisis in 
the summer of 1947, and is estimated in The Banker at 
£182 million for the two years 1946 and 1947. The 
Union was thereby able to finance its considerable trade 
deficit without depleting its monetary reserves. In the 
first half of 1948, the inflow continued. Under the 
gold loan agreement concluded between the Union of 
South Africa and the United Kingdom in November 
1947, £80 million in gold was loaned by the Union in 
February 1948, causing a decline of gold holdings to 
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£111 million at the end of that month. Under the same 
agreement, the Union would finance in the future its own 
dollar needs without recourse to the central reserves of 
the sterling area. As the current deficit with the dollar 
area cannot be covered from sales to the United States 
of newly mined gold alone, gold holdings dropped and 
stood at £95 million at the beginning of June 1948. The 
ratio of gold reserves to liabilities then stood at 36 per 
cent, while the legal minimum is 30 per cent. 
Sources: The Banker, London, England, June 1948; The 
Economist, London, England, June 13 and 
July 10, 1948. 


Australian Wool Exports 


Australia’s wool exports for the year ended June 30, 
1948 reached a record high of $450 million, compared 
with a high of $350 million in the previous year and 
with the prewar annual average of $144 million. Figures 
for destination of wool exports, available for the 11 
months ended May 30, 1948, show that the U.S.A. bought 
only 412,000 bales valued at $70 million, compared with 
1,114,500 bales valued at $104 million in the correspond- 
ing period of 1946-47. 

Source: The Wall Street Journal, New York, N.Y., July 
9, 1948. 


Appointment of IMF Governor for China 


The Honorable Yun-Wu Wang, Minister of Finance, 
has been appointed the Governor for China on the Board 
of Governors of the International Monetary Fund. He 
succeeds The Honorable O. K. Yui, recently appointed 
Governor of the Central Bank of China. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on materi- 
al published in newspapers, periodicals, official docu- 
ments, and other publications as cited at the end 
of each note. Explanatory material may be added, 
but no Fund editorial comment or opinion. There- 
fore any views expressed are taken from the sources 
quoted and are not necessarily those of the Fund. 
Since space limitations prevent a complete or ex- 
haustive presentation of all relevant news items, 
preference is given to material which bears most 
directly on the business of the Fund and which 
may not have been covered widely in the press 
throughout the world. 
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